
June 25, 2009 

The Honorable Chairman and Members of —̂  ^ 
the Hawaii Public Utilities Commission c: s 

Kekuanaoa Building, 1st Floor 0 1 3 ^ ^ 
465 South King Street - ^ ^ ~~ - T ro 
Honolulu, Hawaii 96813 -J."^. oi \n—. 

• ^ ^ T) 

cn 
Dear Commissioners: H' 

Subject: Docket No. 2008-0274 - Decoupling Proceeding 
Revised and New Exhibits for the Joint SOP 

As discussed at the prehearing conference held on June 22, 2009, enclosed for filing 
are revised Exhibit C, revised Attachment 2, Exhibit C and new Attachments 5 - 7 , Exhibit C 
for the Joint Final Statement of Position ofthe HECO Companies and Consumer Advocate 
("Joint SOP") filed by the Hawaiian Electric Companies^ and the Division of Consumer 
Advocacy ("Consumer Advocate") on May 11, 2009.^ 

Exhibit C and Attachment 2 of Exhibit C are updates to the exhibits filed in the Joint 
SOP. Attachment 5 of Exhibit C provides a simplified example of the Revenue Balancing 
Account ("RBA") to illustrate the accounting process for the RBA. Attachment 6 provides an 
illustrative estimate ofthe 2010 Revenue Adjustment Mechanism based on the Hawaiian 
Electric Company, Inc.'s recorded December 31, 2008 balances and the December 31, 2009 
balances that are reflected as the Statement of Probable Entitlement balances filed in Docket 
No. 2008-0083. Attachment 7 is the Companies' and Consumer Advocate's Energy Cost 

The "Hawaiian Electric Companies" or "Companies" are Hawaiian Electric Company, Inc., Hawaii Electric 
Light Company, Inc. and Maui Electric Company, Limited. 
The Companies and Consumer Advocate have agreed to include Attachment 6 of Exhibit C with the 
understanding that information provided in this filing was solely prepared and is sponsored by Hawaiian 
Electric Companies ("Companies"). Although the Consumer Advocate does not object to providing the 
Commission with an update, this submittal should not be construed to represent concurrence by the Consumer 
Advocate with regards to the reasonableness or applicability of the specified data. In this attachment, the 
Companies provided additional details in a modified format to reflect updated data. At this juncture, the 
Consumer Advocate has not had adequate opportunity to adequately review and validate the updated 
information provided by the Companies. The Consumer Advocate intends to focus on illustrating a 
methodology for the estimation of the RAM rather than trying to accurately estimate a future rate amount for 
purpose of proposing any such rates to the Commission. 



The Honorable Chairman and Members of 
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Adjustment Clause ("ECAC") deadband proposal for Hawaii Electric Light Company, Inc. 
and Maui Electric Company, Limited finalized after the Joint SOP was filed. 

Very truly yours. 

/ i ^ D A R C Y L. ENDO-OMOTO 
f j Vice President 

Hawaiian Electric Company, Inc. 
Hawaii Electric Light Company, Inc. 
Maui Electric Company, Limited 

CATHERINE P. AWAKUNI 
Executive Director 
Division of Consumer Advocacy 
Department of Commerce and Consumer Affairs 

Enclosures 

cc; Division of Consumer Advocacy 
Hawaii Renewable Energy Alliance 
Haiku Design and Analysis 
Hawaii Holdings, LLC, dba First Wind Hawaii 
Department of Business, Economic Development, and Tourism 
Hawaii Solar Energy Association 
Blue Planet Foundation 
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^ Ŝ  
OJ O 
Si cc 
ra ^ -

CC QJ 

ra iS 
CD 

QJ E £! 
re ra 

V I QC 

i n 
OJ 
M 
n 
Of 
3 
C 
OJ 

> OJ 

cc 

to 

0 

^ 0 3 
n (£ 

S !f! " ft OJ ^ 
4-> C 
c n 
". Ti U CO 



EXHIBIT C 
PAGE 4 OF 12 
(REVISED 6/25/09) 

QC 
ID 
< 
_ l < »/> 
o 
Q . 

o 
U QC 

I - ' ^ ii 
2g 

o 
u 
U I 
Q 
u. 

o 
> 
OC 
< •2 
1/1 

CU i n 
QC OJ 

22 
QJ . E 
£ **-
^̂  o 
QJ ( -

3 . o 
QJ ra 
oo E 
re 

-s <̂  
m • * -

tr .Q 

i 

o 
> 
< 
GC 

l / l H 

Z !A 

o o 
u a. 

Z 
< 
a. 

i< 
u O 
U J QC 

X a. 

i n 
OJ 

J Z ' C 

° -s 
-a S 
2 -a 
T3 S 
.Si in 

QJ 
4= . t ; ^ 

= is 
.9 c^»2 
^ c > • 

ra ro ' ^ 
U DO ' — 
i n i - * J 

41 ra y 
4J -9 •§ 
2 o ^ 
t3 -a se 
ra S ^ 
i_ ra r*. 
c -^ d 

•i S 
QJ ra 

ro 

"S . i T 3 
W 4-1 01 
QJ ro i n 
> " S 3 

U H I 

QJ = 
DO $ 

4 1 ro 

re 5 S 
+ - in c 

^ S ° 
in >- fc 

4-> O 
i n (_ j 

OO 

c 
E ' S 
ra u 
0 0 3 

T J 

^ 2 

c 
o 
' c 

4J t^ 

re 

* - OJ c 

£ £ ra 

S G -9 
O ro C 
Q. i ; ^ 
k . c 

o o _ 
OJ 

T3 
4J 

-o 
"> 
O 
i_ 
Q . 

_QJ 
CL 
E 
ro 
X 
01 

I 
Q . 
O 
LO 

QJ 
m 

QJ O 
OU *-• 
re "o 

5 ^ 
^ S-
ro Q-
c 
o 

• a DO > . 

C ro ^ 
™ 5 -o 

•— 4-> QJ 
C • = U 
3 § 3 

«> DO'S 
.E c k-ra c '= i n 

O 

.9 § 
c s 

01 

) £ r re - i oi o .-E 
DO 5 , - C T 3 > 

QJ <_, 
l / t u 
O 3 
CL - a 
o o 

= re t: i 2 

O O C 
^ c ro Q . CL 

- <= «= 

™ .9 a 
ra c 3 

£ => -i 
12 ^ SJ 
ra ^ jTft 

> • S "^ 

i n ^ ^ 
O J 4 ) ^ 
4-> 1_ 
« ^ OJ 4-> 
i n > U 

o o ra 
a u i : 
I . +; C 
o O o 

L I . C U 

£ o 
o c 
QJ ' F 

*-" i 
ra 3 
O t : 

OJ a ; 

Lj ra ^ 
in OJ " 5 
41 > - 5 

1/i c 
Q j O 

•H ' ^ 

T l .2 

S E 

DO ro 

_; c 
ra o 

-9 '^ 
Q ra 
(5 QJ 

2 (5 

TJ 

c OJ 

^ V, 

01 
J Z 

tH t2 

> QJ re 

4i SP i= 

Ill 
4-- ^ ^ - a 
D m < 

o c 
= .9 3 
a ro " 
i n " 5 

s .̂  
u C 

^ ra 
G E 
in ra 

-in " O 
I t • ; ; ; 

P n 

^ .9 
i n Q . 

s > 
i n QJ '^ X o .ra 

U T J 
i n QJ 

2i 
ra .E 

4-> 

> 
u 
3 

T 3 
O 
u . 

a. 
o 

c — 

QJ t 

ra Q . 
O 01 

3 

< T 3 
CC OJ 

^ s-
I* , ra 
O OJ 
DO - Q 

c ^ iH S 5 

QJ 

> 

T J 
QJ 
3 

* - I - QJ 

1 § 
Ot QJ 

0 1 

.= ro 
c c 
ra o 
Q. -z: 

o ^ 
U re 

~ E 

QJ 
i -
Q . 

in "i; 
• a ^ 
OJ 4 - ' 

2 M 

" D 14_ 
OJ > O 

: 9 c QJ 
> re w 

^ 2 S- S 

^ s ^--
e -in ^ 
re S **-
P • = OJ 
E E '^ 
Q 2 ra 
XI E OJ 

o 

op c 

.*£! "ro ro U lI i t : a ro o 

DO 

c 
E 
ra 
00 

re 
u 
OJ ^ ^ 
OJ 

JZ 

E 
o l _ 

14-

in 
OJ 
u 

T3 
,C 

01 

^ 

o 
^ a 
a. 
> • 

<u 
re 

T J 
QJ 

E 
E 

• ~ 

T3 
OJ 
3 
i n 

*- i t 

14- T 3 
O OJ 
DO ; ^ 

: = OJ 

QJ = 

£ 5 

^ UJ 

E 
o 
c 

•*- J : £ 
E '-' ra 
CL OJ . y 
Q _ 3 - O 
LD on £ 

T3 
OJ 
in 
O 
CL 
O 
k_ 
d 
0> 
.c 4 - ' 

>• J 3 

k . 

o 
4-1 
u 
ra 

14— 

>. 4>-> 

\> 
'*— 
u 3 

TJ 
O 

i n ^ ^ ^ 

T l Q . 

-is 
QJ _ : 

i i ro QJ 
*- .y 
. c : 
0 0 

t 5, in i m 

OJ 01 

i n C 
OJ QJ 

E o 
o . • 

U _re 

J : O 
I - c 

S "ra 

*-> X 

• . o 
QJ • • 

. C QJ 
4-1 I/) 

t - ra 
.E .Q 

Ig 
Z 

^ 2 
5! "t 
-o E 
£ ra 
ra o j 

4-1 
ra i / j 

re t-
E S 

c 
OJ 
Q . 
K 

UJ 

o 

—• » " 
CO U i 



—, 
4 _ , 
. C 
, 0 1 

S 
0 1 

z 
^ J 

0 

z 

1 
Q 

1 
£ 

— 
^ j 

.c 0 1 

S 
0 1 

if 
j j 

0 

z 
T I 

n 
1 
e 

EXHIBIT C 
PAGE 5 OF 12 
(REVISED 6/25/09) 

QC 

< 
_ i 
< 
O 
Q. 

o 
u cc 

II 
S5g 

o 
u 

o 
> 
QC 

< 
s 
2 

2 
< 
QC 

0 ) 

4-> 

'o 
I -

re 
QJ 

>-
QJ 

J Z 
4-> 

1 * -

0 
^ 
ra 3 
k-

j a 
QJ 

u . 
C 

QJ 

"Q. 
Q . 
ra 
QJ 

J 3 

r r ^ 

i 
L_ 
0 

4 - 1 

ra 
I * -

s-
> ' 4 -u 
3 

- n 

T H 

4 - f 

c QJ 

E 
.c u ra 
4 - ' 
4 - ' 

< 
i n re 

• n 

OJ 
T J 

^ °- ^ 
= O -r7 
i n z ^ 
' « * - Of 

Q. 
4) E 
•^ ra 

E V. 
Q. 
Q 3 „ 
W ^ QJ 

* ^ -Q QJ 

(-> 00 -P 
Qj C ^ 

in* 
C 
3 
0 
U 
l_t 

< 
I -
0 1 

£ 
0 

4-" 
i n 
- 1 

o3 
OJ 
u 

QJ 
U I 

l _ 
QJ 

E 
0 

4 - ' 
i n 
3 

U 

C 4 -
ra c 

c '^ 
o c 
K o 
i n w 

E.g 
re in 

fN m i_J u^ £ ID I— 

• - ra 

9 ^ 
^ £ 
£ E 
0 3 

•o S 
.Si U 
"Q. E 
Q . U 
™ S re 
2 S- ts 
ra m - n 

'̂  -^ -^ QJ Q ro 

.y ro = 
T3 a .9 

III 

XI 

OJ 

' 3 

QJ 

-6 .i 
C 
o 

ra ra 
in C 
01 o 

QJ OJ 

ra g j 
3 
Q . 

'c 

- ' - OJ 

= 01 O-

in «w 

OJ 

' c 
ra 
£3 . 

E 
0 

u 
QJ 

4 - ' 
14— 

0 
0 0 

c 
re 
E 
0 

i h -

> • 

-a ra 
OJ 
w 

—̂ ro i n 

4-> 

ra 
.c 
S 

£ 

1 
in 

* - > 
i n 

0 
U 

i n 
0 0 
C 

OJ 
i n 
ro u 
OJ 

ro 

T J 
Qj 

T 3 

0 
L-
Q . 

0 
i n 

4 - ' 
t n 
ra 
u 
QJ 

^ £ 
> • 

ra 
• 0 

f n 

ro 
in 

• 0 

c 
ro 

14-
0 
OJ 

u c 
ro 

u 
_QJ 

+ J 

i n 

QJ 
L . 
4 1 

. C 
4-" 

5 l i 
o 

;:; ro 
0 - 5 3 

O . y ro 
•S S 

^ 2 2 

0 0 

c 

ro ^ QJ 

ro QJ QJ 

^ -c -£ ^ r r 
c o o 
E DO * -

— C TJ 
•O : = 4J 
OJ (̂  5 
3 0) 
i n p QJ 

.2 £ ^ 

OJ > 
ra O 

Ii 
O 41 
QJ " -
i n QJ 
C > 
QJ ' ^ 
in o 

. 0 
5 .9 

s 

41 QJ S 

C OJ 

QJ 
in in 

ra [^ 
QJ ' - ' 

i_ ^ 

o 

o 2 

— 1 3 
ra b: 
3 ra 
t : * t;; 
ra o 01 
QJ ^ * -
* i! o 
tJ S Q-
.a E^ 
- £ 0 3 

-— .— -u 
• ^ *-" c 
S in CM 
4-> ra QJ 

£, >t -c 
00 QJ 4-> 

' i n T 3 t 

£ .9 £ 

QJ 
- C 4., 
4-* in 
= QJ 
re *-• 

. ^ 4-> 

ra E 
g" 2 

S? I* 

^ 1 
ro O 

> • Q-l 

O 

= 5 
3 JS 

l l : ra 
• i n 

( J UJ 



EXHIBIT C 
PAGE 6 OF 12 
(REVISED 6/25/09) 

u 

cc 

< 

O 
Q . 
O 
QC 
O . 

ii 
o 

o 
> • 

QC 
< 

3 
l / l 

f QJ 

-d E 

I i 
t: 2 
re i -
Oj o 
> • u 

O 
> o 
< 
DC 

l/l K 
Z vi 
o o 
U 0. 

< 

UJ ^ 

X £ 

^-2 
ra o 

2 ^ 
ra ra 

in 

u ra 

2 ^ 

ro c 
c Z 
O C 

E t j 
C OJ 

i -2 
u o 

re " ^ 
O O 

c 2 
o • -

U QJ 
w - QJ 
O L H 

t: >. 
2 | 

i £ 

!U 

5 3 
ra c 
m ro 

OJ 

t5 £ 
OJ QJ 

>- in 

- ^ ^ 2 
OJ ro 
u i -
OJ i _ 

« o 

O -M Q 

I c S Q-
c 

QJ ro 

E 
E 
o 
u 
c 
o 

" O 
QJ 
in 
ra 

CD 

ra 

u 
u 
ro 

t J 
QJ 

O 
u 
Q. 
Q. 
ra 

•s ra 
5 -D 
4-> QJ 01 
u u ir 
ra - J Q. 
HI C QJ 

OJ tU 

E re 
ra -a + 
^ i i SI 
ro ro S i 

QJ 

t: 
OJ 

o* 
l _ 
CL 

2 £ 
ro L^ 1 = <-» 

•a 
4> 

in "D 2 O' c 
ro in QJ 

E ™ 
• ^ OJ 

ro 4J 

h ~ OJ 
i_i ^ 
QJ 
Q . 

I - ._: in 

• o 
C 
re 
c 
o 

•*= £ ra ,o 
"u ^ 
2 S S 

o OJ 

< < 

TJ 
> 
o 
I -
CL 
Q. 
ro 
OJ 

T J 
QJ 

"a. 
a. 
ro 
QJ 

!̂  ^ 

O ro 
l / l QJ 

3 "o 
in .41 

< 
, QC 

in 

Sn ° - ° i 
c Q 9-1 
S" >• ^ 
i_ T J O 
O QJ ' ^ 

•S ra -= 

S S 3 
2 s s 

i n 
O 

c a 
O OJ 
*̂  a 
• " I -2 u 
S E 
c o 

3 
CO u 

z 
U J 

S 
UJ 
UJ 
DC 

S 

y i 
LU 

s 
o 
> o 
< ae , 

D O 

O OC 

u a 

t / ) 
UJ 

z < 
Ok 
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Notice; For i l lustrat ive purposes only - no t Intended to reflect actual RAM Increase. 

EXHIBIT C 
ATTACHMENT 2 
PAGE 1 OF 1 
(REVISED 6/25/09) 

Hawaiian Electric Company, Inc. 
Decoupling - Consumer Advocate Rate Base illustration 

(RATE BASE CHANGE) 
Based on 2009 Test Year 

(SOOO's) 

HECO Rate Base - Full CIP1 Annualized 

1 Net Plant In Sftrvica 
2 Plant In Servlc^: 
3 Starting Balance 
4 Full Cost of CIPI 
5 Additions (excl CIPI) 
6 Retirements 
7 Ending Balance 

8 Accumulated Deoregiation: 
9 Starting Balance 
10 Cost of Removal 
11 Salvage 
12 Depreciation Accnjal 
13 Retirements 
14 Ending Balance 

15 Net Plant in Service 

16 Deductions 

17 Unamortized CIAC 
18 Accumulated Del Income Taxes 
19 Total 

20 Net Rate Base (before working cash) 

21 Average Rate Base 

12/31/08 (a) 

$ 2,615.937 

2.615,937 

(1.242.678) 

! 

(1,242.678) 

2009 Changes 

$ 133.034 
(16,063) 
116,971 

6.770 
(277) 

(92,979) 
16,063 

(70,423) 

12/31/09 (a) 

S 2,615,937 
155,300 
133.034 
(16,063) 

2,866,208 

(1.242,678) 
6.770 

(277) 
(92,979) 
16,063 

(1.313,101) 

CA2010 
Changes(b) 

$ 106.796 

106.798 

IHit^:'t»i)J 
(96,481) 

Estimated 
12/31/10 

S 2,615,937 
155,300 
239,832 
(16,063) 

2,995,006 

(1,242,678) 
6,770 

(277) 
(169,460) 

16,063 
(1,409,562) 

1,373.259 46,548 1.575,107 10,317 1.585,424 

(180.184) 
(130,002) 
(310,186) 

S 1,063,073 S 

$ 

(3,143) 
(3,098) 
(6.241) 

40,307 

1.160.877 

(183,327) 
(133,100) 
(316,427) 

1,256,660 J. 
$ 

(10,000) 
(1,555) 

(11,555) 

(1,238) i 

1,258.061 

(193,327) 
(134.655) 
(327,982) 

5 1,257,442 

22 
23 
24 
25 
26 
27 
26 
29 
30 
31 

32 
33 

34 
35 
36 

Averaao Channe in 2010 Rate Base: 
Baseline Additions 
Major CIP Project Additions 
Accumulated Depreciation 
Net Plant 
ADIT - Baseline 
ADIT - Major CIP 
CIAC - Baseline 
CIAC-Major CIP 

Total Change in Rate Base 

Effective Pre-Tax Return 
Gross Return on Rate Base 

Income Statement Fffects: 
Less: CIAC Amortization 
Add: Annualized Prior Year Depreciatior 

(b) $ 

(b) 

90.000 
16,798 

m(c)mra^(96r4Bi)] 
Line 20..25 

(b) 
(b) 
(b) 
(b) 

Line 26..30 

P 8 ^ ( i ) ^ 
Line 21 x 32 

^ S ( c ) | ^ 9 

lS(^)1ml 

(1.310) 
(245) 

(10.000) 

-

13.35% 
155,016 

45.000 
8,399 

(48.240? 
1,263,839 

(655) 
(123) 

(5,000) 

$ 1,258,061 

13.35% 
( 167,993 

Change In 
Revenue 

Requirement 

$ 12.977 

^mm 
$ 16,146 

(a) iTh'e^200B:aajafTOs':(lirws^i20Tirepreseht^e^^ 
Assumed 2009 "actuar year-end rate base per December Update: Net Plant HECO-1802; CIAC HECO-1805; ADIT HECO-ieOS. 
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Hawaiian Electric Company. Inc. 
Decoupling - Rale Base RAM Illustration 

(Rate Base Change) 
Based on 2009 Test Year 

(50009) 

1 Nel Plant In garvlce 
2 Plant in SeP/)w; 
3 Starting Balance -Gen'l Accounting / Budget 
4 CIPI - TY Update * Revised 
5 Additions 
6 Retiraments 
7 Ending Balance 

6 Accumulated Depredation: 
9 Starting Balance - Gen'l Accounting 
10 Cost ot Removal 
f f Salvage 

12 Depredation Accnjal 
13 RetiramentB 
14 Ending Balance 

15 Not Plant In Seivice 

16 Deduc t ion ! 

17 Unamortized CIAC - Gen'l Accounting 
Adjustment lor CIAC amonization • previous year's 

17a amortization portion 
Adjustment tor CIAC amortization - incremental 

17b portion 

18 
19 

Accumulated Daf Income Taxea-Gen'l Ace 
Total 

20 Net Rate Base (before working cash) 

21 Average Rale Base 

22 Average Change in Rata Base: 

23 Baseline Additions 
24 Major CIP Project AddiUona 
25 Accumulated Depredation 
26 Net Plant 

27 ADIT - Baseline 
28 ADIT - Major CIP 
29 ADIT (CIAC) • Baseline 
30 ADIT (CIAC)-Major CIP 
31 CIAC-Basel ine 
32 CIAC-Major CIP 
33 Total Change In Rate Base 

34 EffoctivB Pre-Tax Return 
35 Gross Retum on Rate Base 

36 Income StfltamarTt Effects; 
37 Less: CIAC Amortization 
38 Add: Annualized Pnor Year Depredation 
39 Revenue Requirement on Rant Additions 

Actual 
12/31/08 

2.597.900 

(1,232.322) 

1.365.578 

2009 
Chanqes 

155.300 
S 133.034 

288,334 

6.770 
(277) 

(84.920) 

(78.427) 

209,907 

2010 Rate Base RAM | 

Estimated 
12/31/09 

J 2,597,900 
155,300 
133.034 

2.686.234 

(1.232.322) 
6.770 
(277} 

(84,920) 

(1,310.749) 

f.575,4 85 

2010 
Ct^anoes 

S 111.371 

111.371 

(89.473) 

(69.473) 

2i.a9a 

Estimated 
12/31/10 

S 2.886.234 

111.371 

2.997.605 

(1.310.749) 
6.770 
(277) 

(89.473) 

(1.400.222) 

1.597.383 

(178,757) 

(132.510) 
(311.267) 

t 1.054.311 S 

$ 

(4,616) 

(24.041) 
(26.659) 

161.248 

1.144.935 

(183,375) 

(156.551) 
(339.926) 

1.235.559 S 

(10.455) 

9.603 

(349) 

1.632 
432 

22.329 

(184,576) 

(154.919) 
(339.495) 

1,257.866 

S 1.246.724 

1 CHANGE IN 2010 RATE BASE | 
( 66.394 

24.977 
(89.473) 

930 
(360) 

1.062 

(10.455) 

13 37% 
153,078 

13.37% 
( 166,887 

Change In 
Rovenue 

Requirement 

$ 13.609 

(349) 
4,553 

$ 17.614 

Note: Lines 15. 17. & IBof'Eitimated 12/31/09" balances are based on ihe Sialement of Probable Enlitlameni (Exhibit 1. page 3.'End ol 
Year Balance*) balances. Tiled in Docket No 200S-OOB3. The 10 50 % return on common equity to calculate the 'Effective Pre-Tax Return' 
rate Is etso based on the Statemeni of Probable EntlUemenl. filed in Docket No 2008-00e3, 

Exhibit C - Att. 6 p.2 rav xls 
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HECO COMPANIES' VERSION ONLY - Illustrative Example Only 

Estimated RAM Impact for Year 2010 -Typical Residential Monthly Bill 

In Thousands 

1 O&M Expense Revenue Adjustment 

2 Rate Base Revenue Adjustment (n.1) 

3 Total Revenue Adjustment 

$5,365 

$17.814 

$23,179 

In Cents 

4 Rate Per KWH in Cents- Residential (n.2) $0.3613 

5 Typical 600 kWh Usage Per Month 

In Dollars 

$2.17 

n.1 Based on ROE of 10.5% as proposed in the Statement of Probable Entitlement, 
filed in the HECO 2009 test year rate case. Docket No. 2008-0083. 

n.2 The residential class share of the RAM adjustment is equal to the estimated residential 
class share of TY 2009 electric revenue requirements at the settlement revenue requirement 
amount. The residential rate impact in cents per kV^h is the residential class share of the 
RAM adjustment divided by the estimated residential kWh sales from June 2010 to May 2011 
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Decoupling Docket (Docket No. 2008-0274) 
ECAC Deadband Proposal 

A. Background 

In its Opening Statement of Position in this Decoupling docket, Haiku Design and Analysis 
("HDA") proposed, among other things: 

(7) Convert the existing ECAC to a straight full cost pass through for fuel and 
purchased energy expenses. 

HDA also stated, among other things^: 

HDA argues here, for purposes of consideration by the Commission and other parties, 
that it is time to retire the ECAC mechanism and replace it with a straight full cost 
pass through. HDA offers the following arguments: 

(a) A straight cost pass through would considerably simplify administration ofthe 
fuel adjustments and the decoupling mechanisms. First, it is very simple 
compared to the existing ECAC. Second, it would simplify the administration 
of a decoupling mechanism. In fact, if there is going to be a revenue balancing 
account (RBA) for the decoupling mechanism, implementing a straight pass 
through could be done as part ofthe same set of calculations, adjustments and 
reconciliations. One set of lines in the RBA would match and adjust collected 
revenues for fixed costs to target revenues for fixed costs (the HECO proposed 
decoupling method). A second set of lines would match and adjust collected 
revenues for fuel and purchased energy to actual fuel and purchased energy 
expenses (a straight full cost pass through). 

(b) A straight pass through is consistent with the objectives ofthe RAM generally: 
reduction of risk and uncertainty in ftill recovery of utility expenses. 

(c) The existing ECAC incentives to the utility to operate its system efficiently 
from a thermodynamic standpoint (to minimize system heat rate) provides some 
convoluted incentives regarding commitment of purchased power generation 
units versus commitment of company generation units. With substantial 
amounts of new renewable generation being added to the utility system, a 
straight fuel cost pass through would "decouple" utility earnings from resource 
commitment (and curtailment) decisions. The utility should not be at financial 
risk based on resource commitment and curtailment decisions that should be 
made according to policies (maximization of renewable generation) that 

' HDA's Opening Statement of Position, iJated March 28, 2009, page 7, Item (7). 
' Ibid., pages 7 to 9. 

Commitment refers to the decisions made by a utility dispatcher to start generation units or lake units off-line in 
order to maintain sufficient operating generation units to meet instant generation requirements. 
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conflict with the most efficient thermodynamic operation ofthe utilities' own 
generation units. 

(d) Similarly, the existing ECAC provides an incentive for the utilities to minimize 
spimiing operation reserve capacity and, in effect, penalizes utility earnings for 
providing additional operation reserve capacity. This is significant because 
maximizing the incorporation of intermittent renewable resources requires 
providing increased operating reserve capacity. The utilities should not be 
financially penalized for providing ample operation reserves in order to 
accommodate intermittent renewable generation. A straight fuel cost pass 
through would decouple utility earnings from operation reserve capacity 
decisions. 

(e) Since the HECO Companies currently dispatch generation resources using 
AGC controls that are based on minimizing economic costs, regulators have a 
simple verifiable way to determine that resources are being operated 
economically. The efficiency incentive in the existing ECAC is not necessary 
to ensure economic dispatch of system resources.** 

In Exhibit D to the Joint Final Statement of Position ofthe HECO Companies and 
Consumer Advocate, filed May 11, 2009, the HECO Companies agreed with "HDA that 
the fixed heat rate could result in the utilities recovering more or less than their fixed costs 
under sales decoupling, and that the fixed heat rate may incent the ufilities to take less 
renewable energy under certain circumstances. The system heat rate worsens because 
utility generators must often be taken off of economic dispatch to accommodate increased 
levels of renewable energy." 

The HECO Companies and the Consumer Advocate jointly proposed that a 50 Btu/kWh-
sales deadband be established above and below each ofthe fixed sales heat rates by fiiel-
type in HECO's ECAC, and explained the basis for the proposal in Exhibit D. Should the 
Commission issue a final Decision and Order (D&O) in HECO's 2009 test year rate 
proceeding prior to a final D&O in the instant docket, the application ofthe deadband in 
HECO's ECAC would take effect upon the issuance of a final D&O by the Commission in 
the instant docket.. Should the Commission issue a final D&O in the instant docket prior to 
a final D&O in HECO's 2009 test year rate case, the ECAC deadbands would be 
implemented upon the effective date ofthe final HECO 2009 test year rate case D&O. 

In Exhibit D, the HECO Companies and the Consumer Advocate noted that: "The concept 
of sales heat rate deadbands by fuel type also applies to HELCO and MECO. However, 
more analyses will be conducted by the Companies to determine the appropriate deadband 
widths for each company." 

Note that ihe utilities actually do not really dispatch resources directly according to ECAC revenue maximization 
in any case since resources are dispatched based on minimizing fuel expense, not based on minimizing BTU 
consumption. 
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B. HECO Proposal for HELCO and MECO sales heat rate deadbands 

As noted above, the explanation for the HECO sales heat rate deadband was based on an 
assumption ofthe possible impact of decoupling to be equivalent to a 5% reduction in sales 
and assuming that the relationship between the change in sales and the change in efficiency 
factor is linear. This resulted in a deadband width of ±50 Btn/kWh-sales above and below 
the test year sales heat rate, which represents less than 1% ofthe system sales heat rate for 
HECO. 

The relatively small deadband for HECO of ±50 Btu/kWh-sales takes into account the size 
ofthe HECO system (relative to those of MECO and HELCO), and the size ofthe 
Independent Power Producer ("IPP") facilities expected to be added prior to the resetting of 
HECO's rate case heat rate target in its next rate case, which is expected to use a 2011 test 
year. 

1. For MECO - Maui Division, the deadband width shall be ±100 Btu/kWh-sales. The 
±100 Btu/kWh-sales deadbands do not accommodate the impact of larger IPP 
additions on Maui. The proposed deadband is based on production simulation runs 
that indicate that MECO's diesel system heat rate could increase by 61 Btu/kWh-net 
based on a decrease in sales by 5%, and could decrease by 45 Btu/kWh-net based on 
an increase in sales by 5%. This deadband would apply to both fuel types (Industrial 
Fuel Oil and diesel fuel) used by the Maui Division. The ±100 Btu/kWh-sales 
deadbands are also intended to accommodate small IPP additions (such as 
photovoltaic additions sized below the competitive bidding threshold), as well as 
sales changes. 

2. For MECO - Lanai and Molokai Divisions, the Consumer Advocate and the 
Companies agree to a deadband width of ±50 Btu/kWh-sales, consistent with the 
width selected for HECO. Lanai and Molokai Division use only one fuel type -
diesel fuel. 

3. For HELCO, the deadband width shall be ±100 Btu/kWh-sales, consistent with the 
deadband width proposed for MECO - Maui Division. This deadband would apply to 
both fuel types (Industrial Fuel Oil and diesel fiiel) used by HELCO. The proposed 
±100 Btu/kWh-sales deadbands are intended to accommodate small IPP additions 
(such as photovoltaic additions sized below the competitive bidding threshold), as 
well as sales changes. The ±100 Btu/kWh-sales deadbands do not accommodate the 
impact of larger IPP additions on the Big Island. 

C Redetenriination of Sales Heat Rate Proposal 

Based on production simulation runs for scenarios where addifional increments of 
renewable energy generation are integrated into the grids, HECO anticipates that changes 
in any ofthe utilities' heat rates could exceed the bounds ofthe deadbands described in 
Part B above. For example, using a production simulation model, HECO projected that 
Maui Division's diesel system heat rate could increase by 282 Btu/kWh-net if a 21 MW 
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windfarm is added to the Maui system and an additional 10.5 MW of regulating reserve is 
carried (over and above the existing 15 MW average amount of regulating reserve already 
carried). 

In recognition of these potential occurrences, the Consumer Advocate proposed the 
following' 

Any new resources that require PPA approval by the PUC can trigger redetermination 
of system heat rates and/or bands outside of rate cases, based upon the characteristics 
ofthe project and contractual terms of operation, by revision to the test year 
simulation model most recently used to establish heat rates/bands. 

The HECO Companies agree with the Consumer Advocate's proposal in concept and 
propose the following in an effort to specify the circumstances under which the 
redetermination ofthe sales heat rates would be undertaken in the future. 

1. Triggers for Redetermination of Target Heat Rate 

a. Non-utility firm or non-utility non-firm renewable resources (such as wind or 
photovoltaics) from which the utility will purchase capacity and/or energy under 
a Power Purchase Agreement that exceed the threshold noted below may trigger 
a redetermination ofthe target heat rate. For HECO, the proposed threshold 
size of resource is 20 MW. For MECO - Maui Division and HELCO, the 
proposed threshold size of resource is 5 MW. For MECO - Lanai and Molokai 
Divisions, the proposed threshold size of resource is 500 kW. 

b. Utility firm and non-firm renewable resources (such as wind or photovoltaics) 
may also trigger a redetermination ofthe target heat rate. The proposed size 
thresholds would be the same as in paragraph C I .a. above. 

c. The target heat rate set for HECO in its 2009 test year rate case and the target 
heat rates to be set in the upcoming 2010 test year rate cases for MECO and 
HELCO should be subject to adjustment if additions, retirements or 
modifications to their generating systems, or modifications to their generating 
system operating procedures, are expected to increase or decrease the target heat 
rates by more than the deadband amounts. 

2. Timing for Seeking Changes in the Heat Rate Target 

a. The utility may seek a change in the target heal rate in a traditional rate case, as 
it currently does, when a resource will be added in a rate case test year. 

b. The utility may also seek a change in the target heat rate when resources 
identified in Section C I . above will be added to the grid outside of a rate case 
test year. 

3. Process for Utility to Seek a Change to the Heat Rate Target Outside of a Rate Case 
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a. In the case of a utility-built frnn and non-firm resource, the utility may file a 
request to change the heat rate target as part ofthe application for approval to 
expend funds (in accordance with General Order No. 7) for the resource that 
would cause the change in heat rate. 

b. If the utility anticipates that one ofthe triggers for redetermination ofthe heat 
rate target (as identified in Section C I . above) will occur af^era rate case test 
year, the utility should include in its rate case docket a proposal to change the 
heat rate target at some future time. The proposal to change the heat rate target 
outside of a test year should be evaluated as part ofthe rate case docket. The 
proposed change to the heat rate target should take effect when the addition, 
retirement or modification is made. 

c. The proposal to change the heat rate target outside of a test year should also be 
reflected in the submittal ofthe new production simulation for short-run avoided 
energy costs in Docket No. 7310. 

In Decision and Order No. 24086, filed March 11, 2008, Docket No. 7310, 
Avoided Costs Investigation, the Commission approved the Updated Stipulation 
ofthe parties establishing a new methodology for the calculation of short-run 
avoided energy costs for HECO, HELCO and MECO (the "HECO Companies") 
using the Qualifying Facility ("QF") in /QF out production simulation 
methodology. Pursuant to the Updated Stipulation, the HECO Companies redo 
and issue the production simulation results on an annual basis, with updates 
during the year if certain triggers occur. The model includes any changes 
anticipated in the amount of firm capacity available. Capacity additions 
(retirements) are included in the simulation on the date ofthe scheduled 
addition (retirement).^ The data provided with each update includes the 
calibrated input data set, and the modeling assumptions used in the production 
costing model, as updated to reflect any changes in the actual operating conditions 

4. Justification to Change Heat Rate Target 

a. In its request to change the target heat rate, the utility would need to show that 
a change in the heat rate target is warranted by production simulation results 
with and without the proposed resource and the change in heat rate caused by 
the addition ofthe resource. 

b. Where the change in the heat rate is caused at least in part by an increase in 
regulating reserve, the utility would need to show that carrying the additional 
regulating reserve is warranted to maintain system reliability. 

* For example, a monthly change of more than 5% from the anticipated level of available firm capacity resources 
(due, for example, to an extended forced outage) if known one month prior to the beginning of that monlh, will 
require the re-execution ofthe production simulation for that month. 
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5. Effective Date of Change in Target Heat Rate 

a. The change in the target heat rate would be effective after (1) the Commission 
approves the change via the appropriate docket (see Section C.3. above) and (2) 
immediately after the resource is placed into service, or when the addition, 
retirement or modification is made. 

b. The heat rate targets may be reset in future rate cases at the time of any interim 
rate increase. 

6. Application ofthe Deadbands 

a. For HECO, the initial deadband levels shall be applied around the target heat 
rates that would be effective upon the issuance of a final decision and order in 
the 2009 Test Year rate case if the Commission approves the deadband levels in 
a final decision and order in the instant docket prior to issuing a final decision 
and order in the 2009 Test Year rate case. If the Commission has already issued 
a final decision and order in the 2009 Test Year rate case, the application ofthe 
deadband in HECO's ECAC would take effect upon approval by the 
Commission in the instant docket. 

b. For MECO and HELCO, the initial deadband levels shall be applied around 
their respective target heat rates beginning with the issuance ofthe interim 
decision and orders in their respective next (2010) test year rate case, if the heat 
rate targets are changed from their current values in those decision and orders 
(see 5.b. above). If the heat rate targets are not changed in the MECO and 
HELCO Companies' respective interim decisions and orders, the deadbands 
will be applied beginning with the Commission's issuance ofthe final decision 
and orders in their respective 2010 test year rate cases. 

b. Once the revised target heat rates are in effect, the deadband levels described in 
Sections B.2 to B.5 above shall apply around the revised target heat rate. 

7. Changes to the Deadband Levels 

Changes to the deadbands may be proposed in fiiture rate cases (i.e., the rate cases 
after the 2009 test year rate case for HECO, and the 2010 test year rate cases for 
MECO and HELCO). 


